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Outline

1. A New Perspective 
2. Analyzing the SC² tax shelter using 

Structured Argumentation 
3. Evolving the SC² Argument
4. Benefits to IRS
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Glossary

• Structured Argument – Formal reasoning 
approach using a hierarchical set of questions.

• SEAS - Structured Evidential Argumentation 
System (SRI software to  generate structured 
arguments) 

• CRiSP - Compliance Risk Pattern (associated 
with complex multiple return filings)

• SC² - S-Corporation tax shelter
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SC² Characteristics

• Multi year scheme involving multiple tax 
entities (S-Corp, Non-Profit,  and individuals) 
to reduce effective tax rate for business 
owners.

• Unlikely to be spotted on single tax return.
• Automated scoring systems do not detect.
• Spans multiple IRS divisions: S-Corp (LMSB), 

individual owners (SBSE), non-profit entity 
(TEGE).
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A New Perspective on Assessing Compliance 
Risk for Complex Entities

collaboration across 
multiple IRS operating 
divisions

separate IRS 
divisions

augment with subject 
matter expertise and field 
experience

automated scoring

methods to counter the 
use of “good optics“

line items on tax 
return

group of related entities 
over multiple-years 
(filing footprint)

single tax return for a 
specific year

CURRENT PRACTICE TRANSITION
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Compliance Risk Assessment Using SEAS
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SEAS Depiction of Multi-Dimensional Risk 
Analysis (SC² CRisP)



SRPP Research Conference 2004 8

“Tax Benefit”: One Dimension of a 
Compliance Risk Analysis



SRPP Research Conference 2004 9

Work papers can be attached as evidence to 
support analyst reasoning…

Spreadsheet 
showing 

effective tax 
rate 

calculations 
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Investor 
Form 1120-S

Schedule K-1, 
showing 

highlighted 
lines

also scanned documents …
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Link Analysis 
Chart showing 
related entities

…and link analysis charts
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SEAS captures evolving analyst 
understanding.

January 2004 April 2004November 2003

• field observations

• research filing 
patterns

• promoter 
investigations

• news media  

• issue becomes “listed 
transaction”  (OTSA / 
Counsel)

• unusual transaction 
involving tax-advantaged 
entity

• refined search criteria 

SC2 analysis: 

• Template created by 
IRS technical experts, 
Research Compliance 
Lab and SRI consultant
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Benefits to IRS

• Managing complexity
– Systematic assessment of risk
– Collaboration 
– Link “data to anecdote”

• Improving enforcement cycle time
– Access & leverage current knowledge

• Issue development
• Return scoring/selection

• IRS corporate memory
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Summary

• Need for a new approach at looking 
at compliance risk. 

• Showed the design and 
implementation of a CRisP in SEAS 

• Benefits to IRS
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Thank You!

Questions 
& 

Live Demo 
[Tom Boyce available afterwards to demo SEAS]


